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What is transparency in health care?

The National Quality Forum (NQF), in a backgrouragh@r on health care cost and price
transparency, defines cost and price transparentyegprovision of useable financial
information to a specific audience. The conceppiifek price transparency in health care
is to make comparative information on the price/anduality of health care providers
for specific services publicly available. Similgrfuality transparency is the provision of
useable information on quality of care.

The goals of transparency include:

Encourage consumers, purchasers, and employeosisaler price and quality
when deciding among health care providers andsyi

Improve health care outcomes for patients by ptiagiehformation they can use
to select health plans and health care providessan quality and cost;

Provide feedback to health care providers and Ing@ddins so they can benchmark
their own performance in meeting quality standards;

Help providers identify areas for improvement iralify;

Slow the rate of growth of health care expenditime$ostering price competition
and controlling health care costs;

Encourage third-party payers to reward quality effidiency;

Establish greater public accountability for thelguand affordability of care;
and,

Foster a more value-driven health care deliveryesys



Why is transparency in health care important?

According to studies funded by the Commonwealthd-time U.S. health system is the
most expensive in the world, but consistently updegiorms relative to other countries on
most dimensions of performance. In 2008, one sttty ranked the U.S. last among the
19 industrialized nations, with the highest projoriof deaths that could have been
prevented by proper health care. The authors agghthat more than 75,000 deaths
could have been averted in one ye#m.a 2004 health policy assessment on health care
in California, RAND stated that American adults eseeceiving about one-half of
recommended medical services—that is, servicesmshothe scientific literature to be
effective in specific circumstances and agreed upomedical experts. The RAND

policy assessment stated deficits in quality oéaaross all types of care—chronic,
preventive, and acute. Recommended care for magabronic conditions (e.g.,
diabetes and hypertension) was provided 56% dfitne preventive care (e.g., flu shots,
mammograms and smoking cessation counseling) nadéitygstandards 55% of the time
and recommended care for acute health problems pagumonia and urinary tract
infections) was provided 54% of the time. RANDoalsund wide variation in the
proportion of recommended care provided for soneeifip conditions. For example,
recommended care for heart and lung problems rainged25% for atrial fibrillation
(irregular heart rate) to 68% for coronary arteisedse. Additionally, the Institute of
Medicine (IOM) estimated that medical errors kitween 44,000 and 98,000 people
annually, exceedingreast cancer, AIDS, or motor vehicle accidentsaases of death
Meanwhile, U.S. health care costs are rising maskef than wages and productivity,
and insured consumers are paying for a greatee stidheir health care as deductibles
and copayments rise.

The problem of uneven quality and soaring costddthto a call for transparency in
quality and costs of care. Better public informaton cost and quality is important
because it should help providers improve by allgaimem to compare their performance
with others, encourage payers to reward qualityefficiency, and help patients make
informed choices about their care.

How has the Legislature addressed transparency indalth care?

In the previous legislative session, the Legisktugard several bills relating to
transparency in health care. ABX1 1 (Nunez) and8Blunez) would have established
a committee or commission to develop a plan to owprand expand public reporting of
health care safety, quality, and cost informatié&X1 1 would have also required the
Office of Statewide Health Planning and Developm{@8HPD) to publish risk-adjusted
outcome reports for percutaneous coronary intermesifor example, angioplasty and
stents), and to compare risk-adjusted outcome®bpital and physician. AB 8 would
have additionally required its commission to puilieport certain patient safety and
guality indicators, and health care associatecttide rates. AB 8 was vetoed by
Governor Schwarzenegger and ABX1 1 failed passatfeei Senate Health Committee.



Last year's AB 2967 (Lieber) was similar to thegarency provisions of ABX1 1, but
was placed on the inactive file in the Senate afteendments adopted in the Senate
Appropriations Committee as the bill moved off tespense file were unacceptable to
the bill's author and proponents. Additionally, $B00 (Corbett) of 2008 would have
prohibited a contract between a health care proddd a health plan from containing a
provision that restricts the ability of the heghilan to furnish information on the cost of
procedures or health care quality information taltimeplan enrollees. The Senate
refused to concur with Assembly amendments to SE13

How is quality defined and measured?

Dimensions of Quality in Health Care

Various efforts address the question of qualitii@alth care. The IOM identified six
aims for quality in health care. Specifically, IG8tates that health care should be: 1)
safe; 2) timely; 3) effective; 4) patient-centerbjigfficient; and, 6) equitable.

Hospital care

Under the auspices of the federal Agency for Health Research and Quality (AHRQ)
investigators at Stanford University and the Ursitgrof California developed Quality
Indicators, including the Inpatient Quality Indioeg (IQIs), which are used to measure
hospital quality of care. The IQIs are a softwiaa distributed at no charge by AHRQ
that use readily available hospital administrate¢a to help hospitals identify potential
problems that warrant further study and which cavide an indirect measure of the
quality of hospital care. IQIs include inpatiendmality for certain procedures and
medical conditions; utilization of procedures fdnigh there are questions of overuse,
underuse, and misuse; and volume of procedurestfmh there is some evidence that a
higher volume of procedures is associated with tawertality." \When provided to the
public, IQIs enable consumers and payers to conpaspitals based on various

indicators of quality.
Health Plans

The National Committee for Quality Assurance (NCQ&yeloped the Healthcare
Effectiveness Data and Information Set (HEDIS) &sohto measure performance and
provide purchasers and consumers with the infoomdtiey need to reliably compare the
performance of health plans. HEDIS consists ofm&hsures across eight domains of
care. Examples of HEDIS measures include: asthediaation use; persistence of beta-
blocker treatment after a heart attack; contrdligh blood pressure; comprehensive
diabetes care; breast cancer screening; antideptessnagement; immunization status;
and, smoking cessation advice.

The NCQA reports that more than 90% of Americaatheplans use HEDIS. Because
so many plans collect HEDIS data, and because #dasunes are specific, HEDIS
enables comparison of health plan performance dagples-to-apples” basis. HEDIS



data are also the main data source for most helathreport cards that appear in national
magazines and local newspapers. Health plansiatsélEDIS results to identify areas
for improvement. In 2008, the NCQA required alahle plans to report HEDIS
measures as a condition of accreditation. The NG@#es that reporting by health plans
drives improvement in the quality of care, notihgttfor nine consecutive years health
plans that reported HEDIS measures improved oveuallity of care.

Transparency Efforts in California
OSHPD

OSHPD was created in 1978 within the Californialdeand Human Services Agency
(CHHSA) to provide the State with an enhanced wtdading of the structure and
function of its healthcare delivery systems. OSHRW collects data and disseminates
information about California's healthcare infrastawe, promotes an equitably distributed
healthcare workforce, and publishes informationuslh@althcare outcomes, among
many other functions.

In 1985, the Legislature established the Califottgalth Policy and Data Advisory
Commission (CHPDAC) to advise OSHPD and the CHH8Aealth policy and health
information issues, including the collection angséimination of useful and appropriate
data on health care quality and costs. CHPDACaderup of 13 commissioners, each
representing a major stakeholder in the health deligery system. The Governor
appoints nine members as follows: 1) one hospitif@xecutive officer (CEO); 2) one
CEO of a hospital serving a disproportionate slo&tew-income patients; 3) one CEO
of a long-term care facility; 4) one CEO of a friaesling ambulatory surgery clinic; 5)
one health insurance industry representative iratln establishing premiums or
underwriting; 6) one representative of a group ayepent health care service plan; 7)
one representative of a business coalition condennig health; and, 8) two general
members. The Speaker of the Assembly appointpbysician and one general
member. The Senate Rules Committee appoints @nesentative of a labor coalition
concerned with health and one general member. eliberoncern that the composition of
CHPDAC is heavily weighted toward health care pdevs, at the expense of the
interests of consumers and purchasers of healéh w#io stand to benefit from
transparency. Because of this, several of thespamency proposals the Legislature
considered in the previous legislative session dbalve created an advisory committee
which had greater representation of health carswoers and purchasers.

CHPDAC currently has three committees. The AB B2dhnical Advisory Committee
provides advice on risk-adjusted outcome studigSatifornia hospitals. The Appeals
Committee hears appeals by facilities that aradfiioe late reporting of data to OSHPD.
The Health Data and Public Information Committegaws data needs and health
planning issues relating to a variety of healthlitses, and promotes public access to
health care data.



OSHPD collects financial data and data on heatthitias and clinics, including services
provided, number of visits, and patient demograptfermation. OSHPD also collects
from licensed hospitals patient-level dischargedahich includes demographics,
diagnoses, medical procedures, medical dispositodal, charges, and expected source of
payment. Notably, the information that OSHPD pdeé to the public for the purposes

of comparing hospital prices are limited to chargesual payments often vary from
charges depending on contracts with payers and fabirs.

OSHPD's work to enhance quality transparency iregutimerous reports, including
reports comparing hospitals on outcomes for patiefth community-acquired
pneumonia; outcomes of coronary artery bypass guaffery (CABG); and outcomes of
acute myocardial infarction (heart attack). OSHi& compares surgeon performance
based on CABG outcomes. In addition, OSHPD hasrteg on racial and ethnic
disparities in health care by examining preventaloigpital admissions, mortality in
hospitals, and the use of invasive cardiovasculacgulures. OSHPD had developed its
own methodology to compare hospital performancenbw uses AHRQ's IQIs to
compare hospital performance. OSHPD has recentiigned reports that compare
individual hospital outcomes for five proceduredmh#Qls, and three 1QIs based on
medical conditions. Beginning in July 1993, OSHW&s legislatively mandated to
begin publishing annual hospital quality repoieginning in July 1995, OSHPD must
publish these reports on at least nine procedur@€anditions. OSHPD has recently
issued reports using IQIs and separate reportsA@Boutcomes and community-
acquired pneumonia outcomes, thereby satisfyingfasitory mandates. OSHPD did not
complete all of its statutorily mandated reportthia past; however, OSHPD has stated
that with the use of 1QIs, it will be able to pragumore timely reports.

The California Department of Public Health (CDPH)

SB 1301 (Alquist), Chapter 647, Statutes of 200#&s wtended to improve hospital
quality by improving timelines for hospital inspieets and establishing consumer-
oriented information on compliance performance. 18B1 requires general acute care
hospitals, acute psychiatric hospitals, and spéciapitals to report adverse events to
CDPH within specified time frames, and CDPH to maksite inspections or
investigations within two business days of receipd report that indicates an ongoing
threat of imminent danger. An "adverse event'efned as an event or series of events
that causes the death or serious disability ofti@mia personnel, or visitor, and includes
any of 27 specified occurrences, including theoleihg:

» Surgical events, such as surgery performed on agMoody part;

* Product or device events, such as patient deabrayus disability associated
with the use of a contaminated drug, device, ololgio provided by the health
facility when the contamination is the result ohgeally detectable contaminants;

» Patient protection events, such as an infant digelaato the wrong person;

» Care management events, such as a patient des¢hiaus disability associated
with a medication error;



* Environmental events, such as a patient deathrimusedisability associated with
an unplanned electric shock; and,

» Criminal events, such as any instance of care eddey or provided by someone
impersonating a physician, nurse, pharmacist, leerdicensed health care
provider.

SB 1301 also requires CDPH, by January 1, 2008rdweide information regarding
reports of adverse events and the outcomes ofégtiespe on the CDPH website and in a
written form accessible to consumers.

As of this writing, the SB 1301 report was not ¢aalie at the CDPH web site. In July
2007, CDPH issued an all facilities letter whiclplaxned the new statute, including a list
of reportable events and penalties for failurestmort adverse events.

Office of the Patient Advocate

The Office of the Patient Advocate (OPA) within thepartment of Managed Health
Care (DMHC) is charged with representing the irgeyef enrollees of health plans
(generally health maintenance organizations [HM@=gulated by the DMHC.
Established by legislation creating the DMHC (AB [Ballegos], Chapter 525, Statutes
of 1999), the OPA is headed by a patient advo@temnmended to the Governor by the
Secretary of the Business, Transportation and Hgu&gency.

The duties of the OPA include, but are not limitegthe following:

* Developing educational and informational guidesdamsumers that describe
health plan enrollee rights and responsibilities] enform enrollees of effective
ways to exercise their rights to secure health saréices. The guides must be
easy to read and understand, available in Enghdhother languages, and be
made available to the public by DMHC, includingghgh DMHC's web site and
through public outreach and educational programd; a

» Compiling an annual quality of care report cardie Teport card produced by
OPA provides information on the quality of carepded by health plans and
medical groups that is based on whether they na&inal standards of care in
the following areas:

e« Asthma care;

» Cancer screening;

» Chlamydia screening;
+ Diabetes care;

e Heart care;

* Maternity care;



» Mental health care;

» Treating for cause of back pain;

» Treating adults; getting the right care;

» Treating bronchitis with antibiotics; and,

* Treating children (immunizations, treatment forothrinfections).

The OPA report card also provides information ampghnguage services, and how plan
and medical group enrollees rate their particulanfgroup in the following areas:

» Doctor communications (communication with patiestsared decision making,
coordinated care, treatment options are explaipeiention discussed);

» Access to doctors and care (getting appointmerdscare quickly);

 HMO customer service (answering telephone callskdyi ease of finding a
personal doctor); and,

* Member complaints (satisfaction with how complaiwtse handled by the plan).

Additionally, the OPA web site provides links tdet web sites, such as the California
Healthcare Foundation's (CHCF) web site with infation on hospital and nursing
homes and the federal government's web site wittliddee information.

California Hospital Assessment and Reporting TasifdCHART)

Researchers at the University of California, SaanEisco (UCSF) and CHCF established
CHART in 2004 to address the need for health case @and quality transparency by
investigating the feasibility of producing a stai#evhospital report card through a
collaborative process involving a broad group aekeholders. Participants included
representatives from hospitals, health plans, healte purchasers and the business
community, consumers, researchers, and government.

In the investigative phase of the CHART projeobifirMay 2004 to July 2005), the team
adopted more than 50 hospital performance indisdtat were to be collected in 2005
and 2006. The performance measures include pracgssutcome measures in specific
clinical areas such as cardiac care, maternitypio@ia treatment, and intensive care, as
well as hospital-wide outcomes in areas such asrgaxperience, nursing-sensitive
measures, and appropriateness of cardiac procedlihesteam agreed on processes for
data collection, aggregation, and auditing, anduatad means to translate complex data
into consumer-friendly decision-support tools.

More than 200 hospitals representing 70% of alpltakadmissions in California agreed
to participate in CHART. In addition, Californiatsajor health plans have agreed to use
the data as the basis for quality reporting anckleemmmitted to providing some financial
support. In addition to CHCF, other organizatioonsv provide financial support to the
CHART project. CHART released its first public ogpcard in March 2007 at



CalHospitalCompare.org. The research group at U€®Enues to coordinate with the
CHART steering committee and other advisory graams workgroups.

Challenges Ahead

Making information available is not enough to hetmnsumers use the information
effectively. The National Quality Forum (NQF) falithat the available cost information
was often either too detailed or too general todeful to consumers. Useful information
enables comparisons among providers and differeatrhent options; is easy to read;
covers all the costs associated with a given episddare ("bundled"); and is linked to
information on quality. The NQF concluded thabimhation should address the actual
financial liability consumers face, such as copalgsiuctibles, and exclusions. Those
without health coverage typically need informat@npayment plans, how to negotiate
charges, and how to get financial assistdhce.

The NQF highlighted two other concerns over prie@sparency. First, providers may
be concerned about violating federal antitrust ldwsey publicize negotiated prices.
However, in 1996 the federal government establistredntitrust "safety zone," one
condition of which is that pricing shown by thirdrgies be at least three months old.
Second, economists have found that cost transpaoamclead to higher prices in
markets where there is little competition. The N@fes that if cost information is
bundled, however, it is less likely to lead to dodation.

A recent report from the Center for Studying Hedglstem Change notes that health
plan quality and price transparency efforts argdbrin the early stages and had a
limited impact. Progress in reporting quality to@lees has not quite kept pace with
measuring quality, and price transparency is gdigeraen further behind. In order for
transparency to improve health care quality andeaehcost control, we will need to
better understand what information consumers agdrpavant and can use, and how
best to provide this information.
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